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KELLOGG COMPANY, BATTLE CREEK , MICHIGAN 


TO OUR SHAREHOLDERS: 


1t is a pleasure to report additional gains in sales 
and earnings for the twelfth consecutive year. 

Net sales totaling $321,579,018 on a consolidated 
basis at the end of 1963 were 11% higher than they 
were at the end of 1962. Net earnings from our 
world-wide operations rose 15% over the 1962 
level to a total of $28,230,347. After the payment 
of Preferred Dividends, Kellogg’s net earnings 
amounted to $1.56 per share of Common Stock, as 
compared to $1.36 in 1962. 

STOCK DISTRIBUTION On June 17, 1963, the 
Board of Directors recommended that the number 
of authorized shares of Common Stock be increased 
from 9,000,000 to 20,000,000. The action pro¬ 
posed by the Board of Directors was approved by 
vote at a special shareholders’ meeting on August 
9, 1963. On the same day, the Board of Directors 
effected a stock split by declaring a 100% stock 
distribution. One share of Common Stock for each 
share held by stockholders of record on August 
19, 1963 was distributed on September 18, 1963. 
Comparative rates set forth in this Annual Report 
are based on 17,918,040 shares of Common Stock 
outstanding at the close of business on December 
31, 1963. 

DIVIDEND PROGRAM After the stock split, 
the quarterly dividend, which was distributed 
September 16, 1963 to stockholders of record on 
August 19, 1963, was increased from to 20^ 

per share of Common Stock. 

In November, the Board of Directors voted in favor 
of a year-end extra dividend of 10 cents per share 
of Common Stock. Added to the regular quarterly 
dividends, this brought the total dividends for the 
year to 85 cents per share. 


In 1963, the Company paid out a total of 
$15,529,494, in dividends on Common and Pre¬ 
ferred Stock, which represents an increase of 13% 
over that paid in 1962. 

During the past five years dividends totaling 
$63,512,198, or 55% of net earnings, have been 
distributed to shareholders. We plan to maintain 
our policy of paying slightly over 50% of net 
earnings in dividends, retaining the balance to 
accommodate expansion, plant improvement and 
working capital requirements. 

INVESTMENTS ABROAD In June, Kellogg 
Company of Great Britain, Ltd. acquired 90% of 
the capital stock of Svendborg-Boghvede og Hav- 
rem0lle A/s, a Danish food processing company. 
Plans are now underway to consolidate processing 
operations at the new plant in Svendborg, Denmark. 
Early in August, we increased our equity in Reis- 
und Handels-A.G. in West Germany by purchasing 
an additional 23.15% of its capital stock. We now 
own 79.75% of the capital stock of this firm. 
The production of Kellogg cereals is scheduled to 
start at Bremen in 1964 and will be directed by 
Kellogg (Deutschland) GmBH, a wholly-owned sub¬ 
sidiary of Kellogg Company of Great Britain, Ltd. 
Working with the Ajinomoto Company, one of the 
leading firms in Japan, we started processing Kel¬ 
logg’s Corn Flakes in Kawasaki, near Tokyo, early 
in 1963. Consumer response to Kellogg’s Corn 
Flakes has been most gratifying and it is hoped 
that Kellogg’s Sugar Frosted Flakes, introduced 
in the latter part of 1963, will enjoy equally favor¬ 
able acceptance. We are very optimistic about the 
future of our products in the Japanese market. 




CAPITAL EXPANSION PROGRAMS Numerous 
expansion programs were initiated or completed 
during 1963 at the majority of our plants and 
installations throughout the world. Our new Ad¬ 
ministration Building adjacent to our Battle Creek 
plant was made available for occupancy early in 
April. Our new Technical Center was completed 
shortly thereafter. Both facilities have made signi¬ 
ficant contributions toward the efficiency of our 
over-all operations. 

Other improvements at Battle Creek during 1963 
included completion of the second phase of our raw 
materials storage and handling program, reloca¬ 
tion of the Visitors’ Service section, and installa¬ 
tion of new processing equipment. 

In October, the installation of a tank farm for the 
bulk handling of raw materials was completed at 
our Memphis plant. An automatic palletizer, which 
collects, sorts, and stacks finished goods in uni¬ 
form pallet loads intended for storage or shipment, 
was also put into operation at that plant during 
1963. 

Six new elevators for corn storage were construc¬ 
ted at our Australian plant. A new 150,000 square 
foot warehouse, additional plant facilities and a 
modern office building were also constructed in 
Manchester, England. 

Plans for a new plant in the Omaha, Nebraska 
area were finalized in October. The first section 
of what will eventually be a 500,000 square foot 
processing, packaging and warehousing facility at 
Omaha is to be finished in 1964. The balance of 
the building project is scheduled for completion 
in 1967 or 1968. 

During the past five years, we have invested over 
$64,64-7,935 in new plants and equipment. We plan 
to spend another $70 million on other expansion 
programs during the next five years, $50 million 
of which will be spent on projects within the 
United States. These programs are to be financed, 
as usual, from retained earnings. 

PRODUCT DEVELOPMENTS In our efforts 
to serve growing markets for convenience foods, 
we are constantly striving to develop new products 
and improve upon those already in our product 
line. The importance of new products is evidenced 
by the fact that over 40% of our current sales can 
be attributed to products which were not available 
prior to 1950. 

In the United States Kellogg’s Froot Loops was 
introduced on a national basis in July and was 
well received. Jumbo Pack, an assortment of 18 
individual packages, was introduced in early sum¬ 
mer. Kellogg’s Croutettes, a stuffing product, which 
represents a departure from our regular line, was 
put in national distribution in September and has 
also met with favorable consumer acceptance. A 
standard size package of Triple Snack, another new 
product, is currently being tested in the Midwest. 
Export sales paved the way for the production of 
a number of Kellogg products at locations outside 


the United States in 1963; namely, Bran Buds and 
Variety Pack in Australia, Krispis in Brazil, Bran 
Buds and Request Pack in Canada, Bran Buds and 
Corn Flake Crumbs in Great Britain, Sugar Pops 
in Mexico, Hi-Bulk Bran, Raisin Bran and Honey 
Smacks in South Africa. As soon as conditions and 
opportunities warrant, we propose to expand the 
range of Kellogg products in important domestic 
and world markets. 

PERSONNEL DEVELOPMENTS In recognition 
of his loyal and constant contribution to the success 
of our business, Edwin L. Harding was elected 
Senior Vice President at the Directors’ meeting 
following the 1963 Annual Shareholders’ meeting. 
Five new Vice Presidents were elected at the 
November meeting of the Board of Directors. They 
are Joseph E. Lonning, Vice President and Assis¬ 
tant to the President; Charles A. Tornabene, Vice 
President and Domestic Sales Manager; Donald 
R. Wilson, Vice President-Engineering; Norman 
F. Rabe, Vice President-Industrial Purchasing, and 
Victor E. Kronemeyer, Vice President-Grain Pro¬ 
curement. 

In November, John Malone was named Chairman 
and Managing Director of our South African com¬ 
pany. At the same time, E. J. Harlan became Chair¬ 
man and President and Emil Jimenez, Vice Presi¬ 
dent, Treasurer and General Manager, of our 
Mexican company. 

On December 31, Roy S. Redmon, Senior Vice 
President - Engineering, retired after rendering 
twenty-five years of outstanding service. Prior to 
his retirement, Mr. Redmon concentrated on long- 
range programs designed to anticipate future pro¬ 
duction requirements. His successor and his staff 
are fully prepared to perpetuate the engineering 
programs necessary to the orderly expansion of 
our facilities. 

At the Directors’ Meeting in January, 1964, two 
new members were elected to the Board, D. M. 
Harrison, Vice President-Production and A. H. 
Aymond, Chairman of the Board, Consumers Power 
Company, Jackson, Michigan. 

FUTURE PROSPECTS The years that lie ahead 
offer a real challenge to all of us at Kellogg’s, but 
we face them with optimism. While there is reason 
to be proud of our recent product developments 
and our new plant facilities, the highest honors 
should be awarded to the many men and women 
in our world-wide organization who are currently 
contributing to the Company’s success. With their 
constant support, I am confident that we can and 
will continue to progress in the years to come. 

Sincerely, 



Chairman and President 

February 24, 1964 


rr The Best to you each morning’ 



CONSOLIDATED BALANCE SHEET 

December 31, 1963 and 1962 


1963 1962 


CURRENT ASSETS: 


Cash, including certificates of deposit of $22,893,880 in 

1963 and $17,192,500 in 1962 . 

United States and Canadian Government Securities, 

at approximate cost and market. 

Accounts Receivable, less allowance of $150,000 for 
doubtful accounts. 

Inventories at Lower of Cost (first-in; first-out) or 

Market (net realizable value). 

Prepaid Expenses. 

$ 31,839,994 

11,410.818 

11,687.626 

30,154,293 

3.438,976 

$ 28,218,074 

12,604,971 

10,998,717 

25,082,005 

3,958,174 

Total Current Assets . 

$ 88.531,707 

$ 80,861,941 

INVESTMENT IN FOREIGN SUBSIDIARIES NOT 
CONSOLIDATED, at cost . 

$ 5,177,900 

$ 2,553,060 

PROPERTY, PLANT AND EQUIPMENT, at cost: 



Land. 

Buildings. 

Machinery and Equipment. 

Construction in Progress. 

$ 2,428.915 

35,158,317 
91,434,321 
6,411,106 

$ 1,078,267 

29,106,872 
82,993,918 
7,661,403 

Less Accumulated Depreciation. 

$135,432,659 

54,926.426 

$120,840,460 

47,843,215 


$ 80,506,233 

$ 72.997,245 

PATENTS, TRADE-MARKS AND GOODWILL 

1 

1 


$174,215,841 

$156,412,247 


NOTES TO FINANCIAL STATEMENTS. CONSOLIDATION: All wholly-owned subsidiaries are included 
in the consolidated financial statements; assets, liabilities and results of operations of the foreign subsidiaries 
are translated into U. S. dollars at appropriate rates of exchange. The parent company’s equity in net assets of 
wholly-owned subsidiaries and branches operating outside North America was $16,218,711 at December 31, 1963. The 
parent company received in dividends seventy-nine percent of 1963 earnings of the wholly-owned foreign subsidiaries. 

The investment in foreign subsidiaries not consolidated is equal to its approximate quoted market value. 
Controlling interests in these subsidiaries were purchased during the year; their assets, liabilities and results of 
operations are not significant. 

INVENTORIES: Inventories at December 31, 1963 include $18,895,766 raw materials and supplies and $11,258,527 
finished products and materials in process compared with $15,910,099 and $9,171,906 at December 31, 1962. 

PREFERRED STOCK: Each year the Company must retire 3,750 shares of preferred stock. This stock may be 
























KELLOGG COMPANY, Battle Creek, Michigan 

And Subsidiary Companies 



CURRENT LIABILITIES: 

Accounts Payable . 

Loans Payable by Foreign Subsidiaries. 

Accrued Expenses and Other Liabilities .... 
Estimated United States and Foreign Taxes on Income 
Total Current Liabilities. 


CAPITAL AND RETAINED EARNINGS: 

Cumulative Preferred Stock of SI00 Par Value— 
Authorized and issued — 

123,013 shares in 1963 and 126,763 shares in 1962 
Common Stock of $.50 Par Value— 

Authorized 20,000,000 shares in 1963 and 9,000,000 
shares in 1962; issued 17,918,040 shares in 1963 and 

8,948,390 shares in 1962 . 

Other Capital. 

Retained Earnings Used in the Business. 

Cost of Preferred Stock Held in Treasury — 63,156 
shares in 1963 and 37,527 shares in 1962 . 


1963 

1962 

* 12,836.120 
2,430,677 
7,738.660 
20,457,544 

$ 11,463,170 
163,596 
4,963,059 
19,493,673 

$ 43,463,001 

8 36,083,498 

$ 12.301.300 

8 12,676,300 

8,959.020 

4,454,663 

110,457,940 

4,474,195 

4,155,862 

102,234.829 

§136,172,923 

S123.511.186 

5.420,083 

3,212,437 

§130.752,840 

$120,328,749 

§174,215.841 

8156,412,247 


purchased at prices not to exceed $101.50 in 1964 decreasing to $100 a share after 1975. To meet this requirement 
3,750 shares were retired in 1963 with the $56,250 excess of par value over cost added to other capital. Preferred 
shares may also be redeemed at prices from $102.50 in 1964 to $100 a share after 1985. 

STOCK OPTIONS: Options to purchase shares of common stock are held by officers and employees of the Company 
and its subsidiaries under the Stock Option Plan approved by stockholders in 1953. The options are exercisable during 
a nine year period beginning one year from dates of grant at prices from $7.68 to $23.22 per share (85% of market 
value at dates of grant, adjusted by common stock distributions in 1958 and 1963). During 1963 options for 21,260 
shares were exercised at prices from $5.47 (options at this price expired during 1963) to $23.22 with the $242,551 excess 
of market value at dates of grant over par value added to other capital; no options were granted and options for 720 
shares were cancelled. The excess of market value at dates of grant over the option price is being charged to income 
in equal annual installments over a ten year period. At December 31, 1963, 74,560 shares were under option, options 
for 12,400 shares were exercisable and 4,060 shares were available for future options. 



















Consolidated Statement of Income and Retained Earnings 

Kellogg Company, Battle Creek, Michigan 
And Subsidiary Companies 


Sales, Less Returns and Allowances. 

Interest and Miscellaneous Income. 

Costs and Expenses (including depreciation of $8,830,586 
in 1963 and $7,071,888 in 1962): 

Cost of coods sold. 

Selling, general and administrative expenses . . . 

Earnings before Taxes on Income. 

Estimated United States and Foreign Taxes on Income . . 

Nf:t Earnings for the Year. 

Cash Dividends Declared: 

On 3 V2% Cumulative Preferred Stock — $3.50 a share . 

On Common Stock (adjusted for two-for-one stock split 
in 1963) —$.85 a share in 1963 and $.75 a share 

in 1962 . 

Par Value of 8,955,485 shares of Common Stock distri¬ 
buted to shareholders at the rate of one share for each 
share held . 

Retained Earnings Used in the Business: 

At beginning of year. 

At end of year . 


1963 

1962 

$321,579,018 

1,219.312 

$289,206,341 

844,268 

$322,798,330 

$290,050,609 

$190,756,600 

74,811,383 

$172,446,007 

67,188,865 

$265,567,983 

$ 57,230,347 
29.000.000 

$239,634,872 

$ 50,415,737 
25,800,000 

$ 28.230,347 

$ 24,615,737 

(306,329) 

(375,556) 

(15,223.165) 

(13,405,9831 

(4.477,742) 

— 

102,234.829 

91,400,631 

$110,457.940 

$102,234,829 


See NOTES TO FINANCIAL STATEMENTS 


OPINION OF INDEPENDENT ACCOUNTANTS 


„ _ battle creek 

Prick WaTKRHOUSK & (>0. February 24, 1964 

To the Stockholders of 
Kellogg Company 


In our opinion, the accompanying statements present fairly the consolidated financial position of Kellogg Company 
and its subsidiary companies at December 31, 1963 and the results of their operations for the year, in conformity with 
generally accepted accounting principles applied on a basis consistent with that of the preceding year. Our exami¬ 
nation of these statements was made in accordance with generally accepted auditing standards and accordingly in¬ 
cluded such tests of the accounting records and such other auditing procedures as we considered necessary in 
the circumstances. ^—v 





















Consolidated Financial Highlights 



1963 

1962 

1961 

1960 

1959 

Net Sales . 

8321,579,018 

$289,206,341 

$272,544,968 

$256,172,714 

$242,410,406 

% Increase over previous 
year. 

11% 

6% 

6% 

6% 

10% 

Earnings Before Taxes . . 

57,230.347 

50,415,737 

45,787,039 

43,586,610 

39,027,440 

U. S. and Foreign 






Income Taxes .... 

*Per share of Common 

29,000,000 

25,800,000 

23,500,000 

22,100,000 

19,700,000 

Stock. 

1.62 

1.44 

1.31'/ 2 

1.24 

1.11 

Net Earnincs After Taxes . 

28,230,347 

24,615,737 

22,287,039 

21,486,610 

19,327,440 

% Increase over previous 
year. 

15% 

10% 

4% 

11% 

4% 

*Per share of Common 






Stock. 

1.56 

1.35y 2 

1.22% 

1.18% 

1.06 

Cash Dividends: 






On 3l/ 2 % Preferred Stock . 

306.329 

375,556 

398,486 

414,050 

459,628 

On Common Stock . 

*Per share of Common 

15,223,165 

13,405,983 

12,038,508 

11,119,634 

9,770,859 

Stock . 

.85 

.75 

.67% 

•62% 

.55 

Retained Earnings . . . 

8.223,111 

10,834,198 

9,850,045 

9,952,926 

9,096,953 

Additions to Properties . 

17,438,679 

12,849,918 

14,577,374 

10,375,245 

9,406,719 

Depreciation . 

8,830,586 

7,071,888 

5,984,787 

5,546,593 

5,130,052 


Working Capital .... 

45,068.706 

44,778,443 

40,454,700 

40,541,051 

35,671,615 

Current Ratio. 

2.0 to 1 

2.2 to 1 

2.2 to 1 

2.3 to 1 

2.3 to 1 

Common Stockholders’ 
Equity. 

123,871,623 

110,864,886 

99,742,235 

89,357,482 

79,123,817 

Number of Common 

Stockholders .... 

9,276 

8,090 

8,147 

7,908 

8,128 


* Adjusted to give effect to 100% stock distribution in September, 1963. 

























World-wide International Administration 
Center — Battle Creek, Michigan 



MAJOR 

PLANT 

ADDITIONS 



Technical Center for Company-wide Australian Plant — New grain storage 

Engineering, Research and Development silos in foreground 





































Second phase of Bulk Storage System 
at Battle Creek Plant 


New Bulk Storage Facilities at Memphis 
Plant 


From its early beginning, your Company has 
endeavored to provide the facilities to insure 
that our products are the very best . . . that 
they are nourishing . . . that they are tasty . . . 
and that they are available to consumers 
where and when they want them. 

These two pages picture some of the latest 
additions to your Company’s facilities which 
will help enhance its current position and 
further set the pace in the highly competitive 
cereal industry. 

Such continuing expansion and improvement 
will enable Kellogg’s to lead ... in research 
. . . in engineering ... in production; and 
to provide . . . “the best to you each morning” 
. . . to all of our customers around the world 
and to the countless others who will be trying 
Kellogg’s cereals for the first time in the 
years ahead. 


Manchester, England Finished Goods 
Warehouse and Case Conveyor Bridge 








Architect's drawing of new Omaha Plant 
























KELLOGG PRODUCTS 


PLANTS 


Com Flakes 
Shredded Wheat 


DOMESTIC 


Krumbles 

All-Bran 

Pep Wheat Flakes 

40% Bran Flakes 

Rice Krispies 

Variety 

Raisin Bran 

Handi-Pak 

Sugar Pops 

Macaroni & Spaghetti 

Sugar Frosted Flakes 

Sugar Smacks 

Snack-Pak 

Special K 

Cocoa Krispies 

Corn Flake Crumbs 

OKs 

Concentrate 
Request Pack 
All-Stars 
Bran Buds 
Jumbo Assortment 
Triple Snack 

Seasoned Corn Flake Crumbs 

Croutettes 

Froot Loops 

* * * 

Gro-Pup T-Bone 


OPERATIONS BEGAN 


Battle*’Creek* JVlichigan 

1906 

Omaha, Nebraska 

1943 

Lockport, Illinois 

1950 

San Leandro, California 

1952 

Memphis, Tennessee 

1959 

INTERNATIONAL 


London, Canada 

1924 

Sydney, Australia 

1924 

Manchester, England 

1938 

Springs, Union of South Africa 

1949 

Queretaro, Mexico 

1951 

Dublin, Ireland 

1953 

Wormerveer, Holland 

1954 

Auckland, New Zealand 

1957 

Oslo, Norway 

1959 

Helsinki, Finland 

1960 

Lenzburg, Switzerland 

1960 

Medellin, Colombia 

1960 

Maracay, Venezuela 

1961 

Bremen, Hamburg, 


Osterholz-Scharmbeck, 


and Weil am Rhein, Germany* 

1961 

Sao Paulo, Brazil 

1962 

Svendborg, Denmark** 

1963 

Kawasaki, Japan 

1963 



Date of acquisition—80% ownership at present 
Date of acquisition—90% ownership at present 



